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U.S.  interests  in  the  Middle  East  are  numerous,  yet  the  long-standing  vital 
interest  of  energy  security  trumps  them  all.  Increased  global  competition  for  limited 
Middle  Eastern  energy  resources  threatens  this  vital  interest.  The  U.S.  approach  to 
Middle  Eastern  energy  security  has  flaws  because  of  a  lack  of  synchronization  between 
domestic  and  foreign  policy.  This  paper  first  discusses  challenges  presented  by  supply, 
demand  and  the  myths  surrounding  oil  independence.  It  then  addresses  three  central 
problems  with  domestic  energy  policy:  the  absence  of  a  unified  energy  policy,  a  culture 
of  profligacy  and  unlimited  consumption,  and  the  need  to  transform  the  U.S. 
transportation  sector.  A  discussion  follows  of  two  central  problems  with  U.S.  foreign 
policy:  the  militarization  of  foreign  policy  and  a  failure  to  address  the  root  causes  of 
political  instability  in  the  region.  Finally,  the  paper  recommends  remedies  for  the 
aforementioned  flaws  with  a  focus  on  exploiting  a  “smart  power”  approach  to  addressing 
the  root  causes  of  political  instability  in  the  region. 


MIDDLE  EASTERN  ENERGY  SECURITY:  SYNCHRONIZING  DOMESTIC  AND 
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U.S.  interests  in  the  Middle  East  are  numerous,1  yet  the  long-standing  vital 
interest  of  energy  security  trumps  them  all.2  Increased  global  competition  for  limited 
Middle  Eastern  energy  resources  threatens  this  vital  interest.  The  U.S.  approach  to 
Middle  Eastern  energy  security  has  flaws  because  of  a  lack  of  synchronization  between 
domestic  and  foreign  policy.  This  paper  first  discusses  challenges  presented  by  supply, 
demand  and  the  myths  surrounding  oil  independence.  It  then  addresses  three  central 
problems  with  domestic  energy  policy:  the  absence  of  a  unified  energy  policy,  a  culture 
of  profligacy  and  unlimited  consumption,  and  the  need  to  transform  the  U.S. 
transportation  sector.  A  discussion  follows  of  two  central  problems  with  U.S.  foreign 
policy:  the  militarization  of  foreign  policy  and  a  failure  to  address  the  root  causes  of 
political  instability  in  the  region.  Finally,  the  paper  recommends  remedies  for  the 
aforementioned  flaws  with  a  focus  on  exploiting  a  “smart  power”  approach  to  addressing 
the  root  causes  of  political  instability  in  the  region. 

U.S.  strategic  interests  in  Middle  Eastern  energy  security  -  access  to  a  reliable 
and  affordable  supply  of  oil  -  are  disproportionate  to  the  percentage  of  oil  currently 
imported  from  the  region.3  Only  three  Middle  Eastern  countries,  Saudi  Arabia,  Iraq,  and 
Kuwait,  are  in  the  top  ten  exporters  of  oil  to  the  U.S.  and  only  Saudi  Arabia  is  in  the  top 
five.4  The  disproportionate  interest  of  the  U.S.  in  Middle  Eastern  oil  exists  because  five 
Middle  Eastern  countries  hold  an  estimated  58%  of  the  world’s  proven  oil  reserves.5 
Increased  global  demand  for  oil  is  depleting  all  other  reserves,  spurring  global 
competition  for  geologically  attractive  Middle  Eastern  oil.6  Future  U.S.  dependence  on 
Middle  Eastern  oil  will  inevitably  increase  not  lessen. 


The  U.S.  transportation  system’s  dependence  on  foreign  oil  makes  Middle 
Eastern  energy  security  a  vital  strategic  interest.  With  4.6%  of  the  world’s  population, 
the  U.S.  currently  consumes  25%  of  the  world’s  oil.7  Transportation  accounts  for  68% 
of  U.S.  oil  consumption  and  oil  represents  96%  of  all  fuels  used  for  transportation.8 
Despite  uninformed  assertions  to  the  contrary,  U.S.  independence  from  foreign  oil  is  an 
impossibility  for  at  least  the  next  two  decades.9  The  challenge  is  managing  U.S. 
dependence  on  oil  while  transitioning  the  economy  to  one  less  reliant  on  petroleum. 
Supply 

“Peak  oil”  is  the  point  at  which  global  oil  production  can  no  longer  increase  to 
meet  global  demand,  leaving  declining  reserves.  Most  studies  estimate  that  global 
“peak  oil”  will  occur  before  2040,  with  a  minority  suggesting  a  later  date.10  Were  global 
peak  oil  to  occur  in  the  near  future,  followed  by  a  sharp  decline  in  oil  production  (and  the 
absence  of  alternative  fuels  to  sustain  U.S.  transportation  needs),  a  perfect  storm  would 
result:  increased  prices  from  competition  would  result  in  severe  economic  hardship  and 
the  potential  for  conflict.  While  no  country  would  be  immune  to  these  consequences,  the 
U.S.  is  highly  vulnerable  to  any  price  shock  because  it  is  so  heavily  dependent  on  oil.11 
Witness  the  rise  of  oil  prices  in  2008  to  $150  per  barrel  as  a  major  factor  in  the  current 
recession. 

The  U.S.  Energy  Information  Agency  (EIA),  reports  that  most  non  Middle  Eastern 
countries  are  at  or  near  peak  conventional  oil  production.12  While  the  United  States  is 
currently  the  third  largest  oil-producer  in  the  world,  U.S.  output  peaked  in  1970  and  has 
since  declined  steadily.13  Diminishing  reserves  and  increased  global  competition  for 
Middle  Eastern  oil  makes  access  to  Middle  Eastern  oil  reserves  a  strategic  imperative. 
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There  is  considerable  debate  about  whether  global  energy  supply  can  satisfy  increasing 
demand.  Despite  widespread  debate,  the  EIA  estimates  that  global  oil  supply  in  2030 
will  somehow  match  global  oil  demand  at  1 18  million  barrels  per  day.14  Most  energy 
professionals  believe  this  is  highly  unrealistic.15 
Demand 

Affordable  oil  has  underpinned  American  economic  growth  since  World  War  II. 
Continued  access  is  at  risk  due  to  the  specter  of  peak  oil  and  increasing  global  energy 
demand.  Since  1960  global  oil  consumption  has  grown  four  fold  to  86  million  barrels  a 
day.16  The  EIA  estimates  global  consumption  will  rise  to  1 18  million  barrels  per  day  by 
2030. 17  Rising  global  demand  poses  a  significant  strategic  challenge  for  satisfying 
enormous  U.S.  dependency  on  oil.  During  the  Arab  oil  embargo  of  1973,  the  U.S. 
imported  35%  of  its  oil  needs.  In  2009,  the  U.S.  imported  66%  of  its  oil.18 

Industrialized  countries  account  for  approximately  two-thirds  of  global  energy 
consumption.19  These  mature  economies  are  expected  to  grow  at  a  relatively 
manageable  rate  of  approximately  35%  between  2001  and  2025.20  Developing 
countries  like  China  and  India  represent  33%  of  the  world  population  and  projections 
indicate  they  may  consume  a  startling  50%  share  of  global  energy  by  2025. 21  By  2025, 
the  U.S.,  China,  and  India  could  consume  75%  of  global  oil  production.  The  strategic 
imperative  for  each  of  these  countries  to  ensure  access  to  Middle  Eastern  oil  presents 
the  very  real  potential  for  international  conflict. 

Energy  Independence 

A  popular,  but  uninformed,  proposal  for  resolving  supply  and  demand  challenges 
is  “energy  independence”  through  a  host  of  initiatives  aimed  at  eliminating  U.S. 
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dependence  on  foreign  oil.  Given  inevitable  resistance  of  embedded  interests  in  the  oil 
and  transportation  industries  and  the  long  lead  times  required  to  develop  and  deploy 
transformational  technologies,  it  is  not  realistic  to  expect  independence  from  oil  in  the 
next  two  decades. 

A  recent  U.S.  Government  Accountability  Office  report  concluded  “[k]ey 
alternative  technologies  currently  supply  the  equivalent  of  only  about  1%  of  U.S. 
consumption  of  petroleum  products,  and  the  Department  of  Energy  (DOE)  projects  that 
even  under  optimistic  scenarios,  by  2015  these  technologies  could  displace  only  the 
equivalent  of  4%  of  projected  U.S.  annual  consumption.  Under  these  circumstances,  an 
imminent  peak  and  sharp  decline  in  oil  production  could  have  severe  consequences, 
including  a  worldwide  recession.  However,  these  technologies  could  displace  up  to 
34%  of  projected  U.S.  annual  consumption  of  petroleum  products  in  the  2025  through 
2030  timeframe.  The  level  of  effort  dedicated  to  overcoming  challenges  to  alternative 
technologies  will  depend  in  part  on  the  price  of  oil;  without  sustained  high  oil  prices, 
efforts  to  develop  and  adopt  alternatives  may  fall  by  the  wayside.”22 
Shortcomings  in  Domestic  Energy  Policy 

There  are  two  central  problems  with  domestic  energy  policy:  no  unity  of  purpose 
aligning  it  with  foreign  policy  objectives;  and  a  culture  of  profligacy  and  unlimited 
consumption  that  blinds  Americans  to  the  need  to  reduce  consumption. 

A.  The  Need  for  a  Unified  Domestic  Energy  Policy.  In  the  context  of  energy 
security,  one  of  the  most  significant  problems  with  U.S.  foreign  policy  is  U.S.  domestic 
policy.  Retired  General  James  Jones,  the  President’s  national  security  advisor,  recently 
stated,  “[f]or  over  40  years,  the  U.S.  has  had  an  inadequate,  contradictory  and 
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shortsighted  approach  to  our  energy  future.”23  The  Council  on  Foreign  Relations  (CFR) 
recently  reported  “[t]he  U.S.  has  largely  continued  to  treat  energy  policy  as  something 
that  is  separate  and  distinct  -  substantively  and  organizationally  -  from  foreign  policy.”24 
These  shortcomings  have  resulted  in  the  failure  to  exploit  the  most  effective  tool  in  the 
U.S.  kitbag  for  influencing  Middle  Eastern  energy  security:  domestic  energy  policy.  The 
resultant  energy  policy  is  ineffective  and  detrimental  to  U.S.  national  security. 

Besides  the  lack  of  synchronization  in  domestic  and  foreign  policy  development, 
there  is  no  unity  of  purpose  in  the  federal  government’s  approach  to  energy  policy. 
Fifteen  or  more  federal  agencies,  commissions  or  councils  have  responsibility  and 
oversight  for  energy  issues.25  Although  the  Secretary  of  Energy  is  part  of  the  President’s 
cabinet,  until  recently,  no  one  within  the  executive  branch  had  the  responsibility  or 
authority  to  coordinate  interagency  efforts.  President  Obama’s  appointment  of  Carol 
Browner  as  “Energy  Coordinator”  is  a  step  in  the  right  direction,  but  published  accounts 
suggest  she  does  not  have  enough  authority  to  effect  meaningful  change.26  A  recent 
GAO  report  concluded,  “[federal  agency-sponsored  studies  have  expressed  a  growing 
concern  over  the  potential  for  peak  oil,  and  officials  from  key  agencies  have  identified 
options  for  reducing  the  uncertainty  about  the  timing  of  a  peak  in  oil  production  and 
mitigating  its  consequences.  Flowever,  there  is  no  strategy  for  coordinating  or 
prioritizing  such  effort.”27  The  problem  is  apparent;  failed  leadership  has  placed  the 
nation  at  risk. 

B.  Crisis  of  Profligacy.  In  his  book,  The  Limits  of  Power,  Andrew  J.  Bacevich 
posits  an  American  “crisis  of  profligacy.”28  Critical  of  American  culture,  political  and 
military  leadership,  Bacevich  approaches  the  issue  of  energy  security  by  asking:  What 
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is  freedom  today?  What  costs  does  the  exercise  of  freedom  impose  and  who  pays?  He 
concludes  that  since  the  1960’s,  the  American  reinterpretation  of  freedom  --  an  appetite 
of  unlimited  consumption  and  self-indulgence  --  has  negatively  transformed  U.S.  society 
and  culture.  Unlimited  energy  appetites  have  increasingly  required  that  Americans 
unnecessarily  submit  to  dependence  on  foreign  resources.  Bacevich  asserts,  “[w]hether 
the  issue  at  hand  is  oil,  credit,  or  the  availability  of  cheap  consumer  goods,  we  expect 
the  world  to  accommodate  the  American  way  of  life.”29  Identifying  the  nexus  between 
domestic  demand  and  Middle  Eastern  energy  security  Bacevich  adds,  “[t]he  resulting 
sense  of  entitlement  has  great  implications  for  foreign  policy.  Simply  put,  as  the 
American  appetite  for  freedom  has  grown,  so  too  has  our  penchant  for  empire  ...  as 
illustrated  by  the  Bush  administration’s  efforts  to  dominate  the  energy-rich  Persian  Gulf, 
empire  has  seemingly  become  a  prerequisite  of  freedom.”30 

During  the  2000  presidential  campaign,  candidate  George  W.  Bush  criticized  the 
Clinton  administration  for  allowing  U.S.  imports  of  foreign  oil  to  reach  56%  of  U.S. 
consumption.31  By  the  end  of  the  Bush  administration,  U.S.  imports  of  foreign  oil  had 
risen  to  66%  of  U.S.  consumption.32  The  Bush  administration’s  energy  policy 
acknowledged  the  need  for  conservation  and  greater  energy  independence,  yet 
emphasized  production  over  reduced  consumption.  The  Bush  Administration  is  not  the 
first  to  acknowledge  the  importance  of  energy  conservation,  but  fail  to  make  progress  in 
achieving  it.  Despite  four  decades  of  declining  U.S.  oil  production,  increased  reliance  on 
foreign  oil,  crippling  consequences  of  price  shocks  in  1973,  1979  and  2008,  and  the 
ever-increasing  cost,  in  blood  and  treasure,  of  a  misdirected  Middle  Eastern  foreign 
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policy  -  five  successive  Presidents  have  failed  to  address  energy  security  in  a 
thoughtful  and  sustained  manner. 

Shortcomings  in  Foreign  Policy 

There  are  two  central  problems  with  U.S.  foreign  policy  in  the  Middle  East: 
increased  militarization  and  a  failure  to  address  the  root  causes  of  political  instability. 

A.  Militarization  of  U.S.  Foreign  Policy.  In  the  immediate  wake  of  9/1 1 ,  the  Bush 
administration  published  its  National  Security  Strategy,  reversing  decades-old  themes  of 
U.S.  foreign  policy  defined  by  containment,  collective  security,  multilateralism,  and 
detente  to  adopt  a  strategy  of  preventative  war,  unilateralism,  and  regime  change. 

Under  the  leadership  Donald  Rumsfeld,  the  Department  of  Defense  aggressively 
marginalized  the  State  Department  in  diplomatic  matters  and  the  CIA  in  intelligence 
gathering  and  analysis,  thereby  empowering  the  Pentagon’s  ability  to  influence  foreign 
policy.33  The  use  of  force  was  no  longer  the  choice  of  last  resort,  but  rather  the  panacea 
for  all  America’s  post  9/1 1  challenges.  As  Mark  Twain  once  said,  “To  a  man  with  a 
hammer,  everything  looks  like  a  nail.”34  In  its  haste  to  respond  to  the  unprecedented 
challenges  presented  by  9/1 1 ,  the  Bush  administration  committed  to  a  military  solution 
before  it  identified  the  problem.  Despite  eight  years  and  a  heroic  military  and  civilian 
effort,  America  has  few  strategic  victories  to  show  for  its  efforts  in  Irag  and  Afghanistan. 
In  fact,  U.S.  occupation  of  both  countries  has  increased  the  level  of  political  instability 
across  the  Middle  East  to  unprecedented  levels. 

Both  sides  of  the  political  aisle  recognize  the  increased  militarization  of  U.S. 
foreign  policy.  To  the  surprise  of  many,  Secretary  of  Defense,  Robert  M.  Gates  shared 
this  opinion  while  a  member  of  the  Bush  Administration.  In  July  2008,  Secretary  Gates 
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stated  that  the  creeping  “militarization”  of  America’s  foreign  policy  is  not  an  entirely 
unreasonable  sentiment.35  He  added,  “when  it  comes  to  America’s  engagement  with 
the  rest  of  the  world  ...  it  is  important  the  military  is  ...  in  a  supporting  role  to  civilian 
agencies.  Our  diplomatic  leaders  .  .  .  must  have  the  resources  and  political  support 
needed  to  lead  American  foreign  policy.”36  The  implication  was  that  an  increased 
militarization  of  foreign  policy  ignores  that  a  military  solution  cannot  eliminate  the  root 
causes  of  political  instability  in  the  Middle  East. 

B.  Root  Causes  of  Political  Instability  in  the  Middle  East.  Key  Middle  Eastern  oil 
suppliers  such  as  Saudi  Arabia,  Iraq,  and  Iran,  among  others  in  the  region,  are 
experiencing  rising  political  instability.  The  implications  are  varied  yet  all  pose  a 
combination  of  economic,  political  and  security  challenges  for  U.S.  policy  in  the  region. 
Reversing  political  instability  is  key  to  ensuring  that  Middle  Eastern  governments  are 
willing  and  able  to  facilitate  U.S.  access  to  oil. 

1.  Economic  Stagnation:  Much  of  the  region’s  economic  stagnation  derives  from 
a  weak  integration  into  the  global  economy.  Despite  vast  oil  wealth,  per  capita  income  in 
the  region  is  close  to  what  it  was  in  1980. 37  The  combination  of  the  rentier  states, 
authoritarian  governance,  sluggish  reform,  regional  conflict,  and  little  private  investment 
has  stalled  economic  growth.  These  undermine  the  legitimacy  of  the  regimes  and  lead 
to  unemployment,  disenfranchisement,  and  increased  interest  in  radical  Islam. 

2.  Rising  Poverty:  No  meaningful  middle  class  exists  in  the  Middle  East,  only  a 
widening  divide  between  the  rich  and  the  poor.  Three  key  factors  drive  the  rise  in 
poverty:  unemployment,  job  creation  mostly  in  the  low-wage  informal  sector  and  falling 
real  wages  in  the  formal  sector  urban  employment.38  The  implications  for  the  U.S.  are 
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that  poverty  and  unemployment  create  a  politically  volatile  region  providing  easy  recruits 
for  terrorists  and  opponents  to  existing  regimes. 

3.  Population  Growth  and  Youth:  Forecasts  expect  the  population  of  the  Middle 
East  to  reach  approximately  600  million  by  2025,  roughly  six  times  more  people  than  in 
1950. 39  Such  growth  poses  numerous  economic  challenges,  including  food,  water,  job 
and  housing  scarcity.40  The  success  of  radical  Islamic  groups  is  “nourished  by  the  deep 
despair  of  huge  numbers  of  young  Middle  Eastern  men,  two-thirds  of  whom  are  below 
the  age  of  30,  half  of  whom  are  younger  than  20,  and  40  percent  of  whom  have  yet  to 
reach  their  15th  birthday.”41 

4.  Rapid  Urbanization:  The  fact  that  approximately  half  of  Middle  Eastern  citizens 
reside  in  cities  with  wholly  inadequate  infrastructures  aggravates  population  growth  and 
rising  unemployment.42  The  regions  rapid  urbanization  erodes  governments’  legitimacy 
in  three  ways:  (i)  infrastructure  and  government  budgets  are  strained;  (ii)  the  process  of 
migrating  from  rural  to  urban  settings  is  disorienting  for  migrants,  providing  fertile 
recruiting  ground  for  Islamic  militants;  and  (iii)  urban  discontent  is  more  politically 
volatile  and  dangerous  than  rural  discontent.43 

5.  Rentier  Effect:  A  rentier  state  is  one  that  derives  a  large  portion  of  its  revenue 
from  external  rents.  Author  Michael  Ross  asserts  that  the  taxation  effect,  spending 
effect  and  group  formation  effect  constitute  the  rentier  effect.44  Taxation  effect  is  when  a 
country  derives  sufficient  revenue  from  oil  that  it  is  less  likely  to  tax  its  population  and 
the  public  is  less  likely  to  demand  accountability  from  and  representation  in  their 
government.45  Spending  effect  is  when  oil  wealth  leads  to  greater  spending  on 
patronage,  which  in  turn  dampens  latent  pressures  for  democratization.46  Finally,  group 
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formation  effect  is  when  oil  wealth  leads  authoritarian  governments  to  use  their  largesse 
to  prevent  the  formation  of  social  groups  that  are  independent  from  the  state  and 
inclined  to  demand  political  rights. 47The  U.S.  as  a  result  is  promoting  democracy  in  a 
region  whose  governments  are  wedded  to  policies  and  a  culture  that  are  adverse  to 
embracing  democratic  ideals. 

6.  Failed  Governments:  In  his  paper  addressing  the  socio-economic  roots  of 
radicalism,  Alan  Richards  asserts,  “[t]he  incompetence  and  authoritarianism  of  many 
Middle  Eastern  governments  fosters  Islamic  radicalism.  These  governments  are 
overwhelmingly  unelected,  unaccountable,  corrupt  and  widely  despised  by  their 
citizens.”48  Regional  leaders  for  decades  have  failed  to  produce  meaningful 
improvements  in  education,  the  economy,  job  opportunity,  healthcare,  and  national 
dignity.  The  ruling  elite  use  untold  amounts  of  oil  revenue  to  perpetuate  their  own  power 
and  security  while  millions  of  people  fall  deeper  into  poverty  and  the  region  further 
destabilizes.  The  implications  for  the  U.S.  are  the  absence  of  trustworthy  intermediaries 
to  implement  strategic  policy  and/or  to  convey  financial  aid  or  investment  with  any 
confidence  of  proper  management. 

7.  Nationalization  of  Oil  Companies:  In  the  1970s,  many  regional  oil-producing 
countries  nationalized  investments  in  international  oil  companies.  By  the  early  1980’s, 
and  for  the  next  25  years,  a  significant  surplus  of  capacity  resulted  in  the  industry  pulling 
back  investment  at  all  levels.49  As  a  result,  the  implications  for  the  U.S.  are  two-fold. 
First,  the  U.S.  has  to  deal  with  governments  rather  than  corporations,  making  it  much 
more  challenging  to  influence  the  region  in  ways  that  advance  energy  security.  Second, 
rather  than  being  motivated  by  profits,  governments  have  numerous  agendas  that  can 
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frustrate  the  U.S.’s  ability  to  influence  capacity  related  infrastructure  investments, 
production  levels  and  the  price  of  oil.50 

Recommendations  for  Improving  Middle  Eastern  Energy  Security 

Managing  Middle  Eastern  energy  security  requires  a  two-prong  approach  that 
addresses  both  domestic  and  foreign  policy.  Ironically,  some  of  the  U.S.’s  strongest 
leverage  rests  with  its  own  domestic  energy  policy.  A  common  theme  with  U.S.  energy 
security  over  the  past  four  decades  has  been  “more”  -  increasing  production  to  satisfy 
America’s  unlimited  appetite  for  oil.  The  theme  must  change  to  “less”  -  reducing 
demand  through  conservation,  efficiency,  and  developing  the  next  generation  of 
transportation  technologies  and  fuels  to  displace  oil.  The  recommendations  that  follow 
address  domestic  and  foreign  policy  separately,  but  both  aim  to  better  manage  U.S. 
dependence  on  Middle  Eastern  oil. 

Domestic  Policy 

A.  Reverse  Profligacy:  Reversing  the  crisis  of  American  profligacy  is  one  of  the 
most  important  actions  the  U.S.  can  take  to  improve  Middle  Eastern  energy  security.  It 
has  the  potential  for  broad-reaching  positive  effects  at  home  and  in  the  Middle  East  at  a 
fraction  of  the  cost  and  time  of  alternatives.  Reversing  profligacy  is  largely  an 
undertaking  to  change  consumer  behavior  that  will  reduce  demand  and  therefore 
dependence  on  oil.  It  will  have  the  significant  second-order  effect  of  accelerating  the 
transformation  of  the  U.S.  transportation  sector  by  creating  an  enormous  market  for 
next-generation  transportation  technology  and  associated  goods  and  services. 

One  of  the  most  powerful  catalysts  for  change  in  America  is  consumer  behavior. 
As  such,  progress  is  more  likely  to  come  from  the  leadership  of  Madison  Avenue  and 
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Wall  Street  than  The  White  House  and  Treasury.  While  both  the  government  and 
private  sector  must  play  a  role,  the  private  sector  (citizens  and  corporations)  must  lead. 
Former  Vice  President  Al  Gore  accomplished  more  in  furthering  his  climate  change 
agenda  as  citizen  Gore  through  a  single  movie,  An  Inconvenient  Truth,  than  he  did  in  24 
years  in  politics.  For  better  or  worse,  the  average  citizen  places  more  weight  on  the 
voice  of  Hollywood  than  that  of  Washington.  Politics  and  science  aside,  An  Inconvenient 
Truth  put  environmental  awareness  in  vogue  and  played  an  important  role  in  directing 
the  attention  of  the  capital  markets  to  green  investing. 

Reversing  profligacy  requires  that  Americans  accept  the  reality  that  a  culture  of 
unlimited  consumption  threatens  energy  security  and  national  security.  Americans  must 
accept  that  solutions  to  U.S.  energy  security  problems  do  not  all  rest  with  imposing  the 
U.S.’s  will  upon  the  Middle  East,  but  rather  with  reducing  demand  for  oil  here  at  home. 
Reversing  profligacy  requires  Americans  to  adopt  a  fundamentally  different  outlook  on 
the  value  of  efficiency  and  more  importantly,  on  reducing  consumption. 

Increased  efficiency  and  reduced  consumption  are  the  cheapest  and  most 
expeditious  ways  to  reduce  demand  for  oil.  There  are  numerous  examples  where 
efficiency  has  had  immediate  and  lasting  improvements  in  reducing  demand.  A  recent 
example  occurred  in  2008  in  the  wake  of  record  oil  prices.  In  response  to  $150  dollar 
per  barrel  oil,  consumption  decreased  approximately  5%  and  world  oil  prices 
plummeted  to  less  than  $50  per  barrel. 

Reducing  consumption  is  imperative.  A  book  recently  published  by  an 
international  team  of  experts  in  economics,  technology  and  the  environment  titled, 
Jevons  Paradox  and  the  Myth  of  Resource  Efficiency  Improvements,  provides  evidence 
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for  the  143-year-old  theory,  applying  it  to  modern  systems  and  cogently  arguing  that  an 
understanding  of  the  theory  is  imperative  to  a  prudent  energy  policy.51  Jevons  paradox 
states  that  improved  efficiency  will  actually  lead  to  increased  consumption  as  long  as 
the  demand  for  consumption  remains  unlimited.52  For  instance,  the  increased  fuel 
efficiency  of  vehicles  in  the  1980s  and  90s  led  to  an  increase  in  miles  driven  per  car  as 
people  desired  to  drive  more  due  to  the  savings.53  The  paradox  suggests  improvements 
in  efficiency  without  a  corresponding  decrease  in  consumption  will  defeat  transportation 
sector  transformation. 

Reversing  profligacy  and  reducing  consumption  run  the  risk  of  failure  because 
changing  consumer  behavior  and  long-standing  cultural  norms  will  face  stiff  resistance 
in  the  form  of  apathy  and  embedded  interests.  Apathy  due  to  ignorance  or  indifference 
will  be  difficult  to  overcome  if  oil  prices  fall  and  the  financial  incentive  to  change 
spending  behavior  no  longer  exists.  Embedded  commercial  interests  that  benefit  from 
unlimited  consumption  will  lobby  hard  for  status  quo.  Politicians  that  rely  on  the  same 
powerful  commercial  interests  to  fund  their  campaign  war  chests  will  be  reluctant  to 
embrace  change  at  the  risk  of  losing  financial  support. 

B.  Transform  Transportation  Sector:  The  U.S.  transportation  sector  is  96% 
reliant  on  petroleum-based  fuels  and  it  is  responsible  for  66%  of  all  U.S.  oil  consumption 
-  or  16.5%  of  global  oil  production.  The  disproportionate  amount  of  oil  consumed  by  the 
transportation  sector  requires  a  sustained  commitment  to  rapidly  develop  and  deploy 
next-generation  transportation  technology  and  alternative  transportation  fuels  to 
manage  U.S.  dependence  on  oil  for  the  next  two  decades.  This  transition  will  be  an 
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enormous  undertaking,  but  will  allow  the  U.S.  economy  to  do  what  it  does  best  - 
compete  and  innovate. 

The  development,  manufacturing,  deployment  and  servicing  of  next-generation 
technology  will  create  hundreds  of  thousands  of  new  jobs  across  all  modes  of 
transportation  and  will  significantly  improve  the  environmental  impact  of  existing 
transportation  technology.  The  current  financial  crisis  across  the  automobile 
manufacturing  sector  presents  an  opportunity  to  rethink  strategy  and  competitiveness  of 
the  status  quo.  A  thought  provoking  study  by  the  Rocky  Mountain  Institute,  co-funded  by 
the  Pentagon  and  titled  Winning  the  Oil  Endgame,  points  out  that  major  technological 
transformation  takes  12-15  years  to  go  from  10%  to  90%  adoption,  but  that  the  key  is 
getting  to  the  first  10%  as  rapidly  as  possible.54  The  study  adds,  as  an  illustration,  that 
America  rapidly  retooled  industry  in  World  War  II  when  the  U.S.  automakers  switched  in 
six  months  from  making  four  million  light  vehicles  per  year  to  making  tanks  and 
planes.55 

Such  transformation  will  require  massive  federal  investments  in  R&D  and 
establishment  of  a  regulatory  scheme  to  incentivize  entrepreneurs,  industry  and  capital 
markets.  Eight  years  in  Iraq  and  Afghanistan  have  cost  the  American  taxpayer  nearly  a 
trillion  dollars  with  little  strategic  advantage  to  show  for  it.  Spending  the  same  trillion 
dollars  over  eight  years  on  launching  the  next-generation  of  transportation  technology 
would  have  certainly  produced  a  better  return  on  investment. 

In  addition  to  the  risk  of  failure  due  to  apathy  and  embedded  commercial 
interests  as  discussed  above,  transforming  the  transportation  sector  also  risks  failure 
because  it  may  not  progress  quickly  enough,  depending  on  when  global  peak  oil  occurs, 
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to  have  a  meaningful  affect  on  energy  security.  Obstacles  such  as  falling  gasoline 
prices,  long  life  cycles  of  existing  vehicles,  the  absence  of  a  proven  replacement 
technology  and  the  long  lead  times  to  manufacture  and  deploy  next  generation  vehicles 
and  associated  infrastructure  may  stall  transformation. 

C.  Synchronizing  Domestic  and  Foreign  Policy.  The  absence  of  a  synchronized 
energy  strategy  is  jeopardizing  the  effectiveness  of  U.S.  foreign  policy  and  national 
security.  The  DOE  has  echoed,  “there  is  no  formal  strategy  to  coordinate  and  prioritize 
federal  programs  and  activities  dealing  with  peak  oil  issues  -  either  within  DOE  or 
between  DOE  and  other  key  agencies”.56  Unity  of  purpose  will  result  in  unity  of  effort 
and  will  reguire  sustained  Presidential  and  Congressional  leadership.  President 
Obama’s  appointment  of  Carol  Browner  as  “Energy  Coordinator”  appears  to  be  a  step  in 
the  right  direction,  but  published  accounts  suggests  this  position  lacks  the  authority  to 
effect  unifying  change.57  It  is  imperative  that  the  President  appoint  a  Director  of  National 
Energy  Affairs  (DNEA).  Much  like  the  recently  created  Director  of  National  Intelligence, 
the  DNEA  would  be  the  President’s,  the  National  Security  Council’s  and  National 
Economic  Council’s  chief  advisor  on  energy  affairs.  The  DNEA  would  provide  oversight 
of  the  numerous  federal  agencies  involved  in  energy  matters  and  be  responsible  for  the 
implementation  of  all  aspects  of  energy  policy,  at  home  and  abroad.  Unity  of  leadership 
is  necessary  to  synchronize  policy  efforts.  Synchronization  between  domestic  and 
foreign  policy  is  necessary  to  focus  on  a  more  strategic  and  comprehensive  long-term 
approach  to  energy  security.  Although  the  federal  government  has  a  critical  role  in 
directing  energy  policy,  it  is  incapable  of  solving  all  U.S.  energy  security  challenges 
itself.  Thus,  in  addition  to  synchronizing  federal  efforts,  the  DNEA  should  foster  new 
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relationships  with  the  private  sector.  The  focus  should  be  on  providing  public-private 
partnerships,  grants,  tax  incentives,  low  interest  loans,  as  well  as  creating  a  favorable 
regulatory  environment  that  marshals  private-sector  R&D  and  capital  necessary  to 
deploy  the  next  generation  of  transportation  technology. 

Attempts  to  unify  energy  leadership  may  be  ineffective  because  appointing  a 
DNEA  may  face  friction  from  other  senior  government  officials  for  budgetary,  territorial, 
or  other  reasons.  Moreover,  synchronizing  the  efforts  of  multiple  organizations  with 
competing  interests  in  the  absence  of  an  established  framework  for  planning  and 
implementing  strategy  is  likely  to  present  significant  obstacles. 

Foreign  Policy 

A.  Prioritize  Security  &  Stability  over  Democracy.  President  Obama  made  it  clear 
upon  taking  office  that  diplomacy  would  trump  military  action  as  the  main  instrument  of 
U.S.  foreign  policy.  While  this  change  in  strategy  from  the  Bush  administration  is 
encouraging,  it  will  best  serve  U.S.  interests  in  the  Middle  East  if  there  is  a 
corresponding  change  in  strategic  priorities,  placing  security  and  stability  over  the 
promotion  of  democracy.  This  is  not  to  say  promotion  of  democracy  should  be 
abandoned,  but  a  more  nuanced,  long-term  approach  is  necessary  to  exploit  smart 
power  as  the  vehicle  for  establishing  the  security  and  stability  and  later  facilitating 
democracy.  There  is  no  expert  consensus  regarding  whether  foreign  intervention  can 
establish  democracy  in  nations,  like  those  across  the  Middle  East,  that  have  poor 
governance,  absence  of  accountability  and  weak  institutional  infrastructures.58  Without 
popular  support,  imposition  of  democracy  is  doomed  to  fail.  For  it  to  survive,  strong 
governance,  strong  institutions  and  accountability  must  exist.  Billions  of  dollars  of  aid 
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cannot  a  democracy  make;  to  the  contrary,  they  are  likely  to  create  further  instability  by 
funding  corruption  and  disenfranchising  the  masses  that  do  not  have  access  to  the 
spoils  of  foreign  aid.  The  permissive  environment  that  accompanies  security  and 
stability  facilitates  the  deployment  of  the  full  range  of  U.S.  interagency  and  international 
organizations  that  are  largely  ineffective  in  non-permissive  environments.  It  also  allows 
a  target  nation  to  look  beyond  day-to-day  survival  to  embrace  democratic  ideals  and 
build  institutions. 

The  risks  associated  with  this  transition  are  low  relative  to  other  options,  but  it 
may  be  misinterpreted  or  used  against  the  U.S.  as  an  example  of  compromised  ideals 
or  self-promotion.  To  reinforce  that  the  promotion  of  democracy  has  not  been 
abandoned,  strategic  communication  efforts  must  accompany  such  a  policy  shift. 

B.  Use  Smart  Power  to  Address  Root  Causes  of  Political  Instability.  America’s 
reputation  and  influence  in  the  Middle  East  has  suffered  greatly  over  the  last  four 
decades  with  the  increased  militarization  of  foreign  policy,  punctuated  by  the  wars  in 
Afghanistan  and  Iraq.59  Recent  studies  have  reported  that  there  is  no  region  of  the  world 
where  U.S.  standing  has  fallen  further  or  more  precipitously  than  in  the  Middle  East.60 
To  restore  America’s  reputation,  influence,  and  ability  to  ensure  Middle  Eastern  energy 
security,  the  U.S.  should  embrace  a  smart  power  approach  to  Middle  Eastern  foreign 
policy. 

Smart  power  is  relatively  new  to  the  lexicon  of  foreign  and  domestic  policy  and 
has  received  increased  attention  over  the  past  two  years.61  Smart  power  is  the 
synthesis  of  hard  power  -  the  use  of  military  force;  and  soft  power  -  the  ability  to  shape 
the  preferences  of  others  without  threat,  coercion,  or  the  use  of  force.  Two  leading 
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foreign  policy  commentators,  Joseph  Nye  and  Richard  Armitage  define  smart  power  as 
“neither  hard  nor  soft  -  it  is  the  skillful  combination  of  both.”62  Secretary  of  State  Hillary 
Clinton  opined  the  U.S.  “must  use  smart  power,  the  full  range  of  tools  at  our  disposal  - 
diplomatic,  economic,  military,  political,  legal,  and  cultural  .  .  .  [w]ith  smart  power, 
diplomacy  will  be  at  the  vanguard  of  our  foreign  policy.63  Nye  and  Armitage,  recently 
explained  that  smart  power  is  an  approach  that  acknowledges  the  necessity  of  a  strong 
military,  but  also  invests  heavily  in  strong  alliances  and  institutions  to  expand  American 
influence  and  establish  the  legitimacy  of  American  policies  and  actions.  It  places  a  high 
value  on  improving  global  good  as  a  means  of  reconciling  the  U.S.’s  unmatched  military 
power  with  the  rest  of  the  world’s  needs,  interests  and  values.64 

B.  While  maintenance  of  U.S.  military  supremacy  is  imperative  and  military 
power  must  continue  to  play  an  important  role  in  Middle  Eastern  foreign  policy,  the  past 
seven  years  in  Afghanistan  and  Iraq  have  demonstrated  that  the  strategic  use  of  force  is 
not  the  most  effective  tool  for  fighting  a  war  of  ideas  and  public  opinion.  To  improve 
Middle  Eastern  energy  security  and  the  chances  for  success  with  ongoing  operations  in 
the  region,  the  U.S.  must  formulate  a  smart  power  strategy  focused  on  addressing  the 
most  pressing  root  causes  of  political  instability  in  the  Middle  East.  The  strategy  must 
take  into  consideration  the  negative  legacy  (both  real  and  perceived)  of  U.S.  foreign 
policy  in  the  regiom 

The  risks  associated  with  implementing  a  smart  power  strategy  rest  with  the  time 
and  expense  of  transitioning  away  from  the  reliance  on  the  U.S.  military  for  executing 
strategies  that  are  traditionally  executed  by  agencies  such  as  the  State  Department  and 
USAID.  A  significant  amount  of  time  and  resources  is  required  to  audit  U.S.  agencies 
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with  soft  power  resources  to  properly  fund,  man  and  equip  them  to  work  independently 
of  the  military.  Diplomacy  and  other  smart  power  efforts  may  not  be  enough  to 
overcome  the  deep  erosion  of  state  authority  throughout  the  Middle  East.  To  be  most 
effective,  a  mart  power  strategy  should  focus  simultaneously  on  the  two  parties  that  are 
capable  of  effecting  the  most  meaningful  change  in  the  Middle  East:  (i)  existing 
autocratic  regimes  and  (ii)  the  youth. 

1.  Autocratic  Regimes.  A  U.S.  strategy  that  assures  continued  access  to  Middle 
Eastern  energy  requires  the  ability  to  conduct  business  with  stable  governments.  To  this 
end,  the  U.S.  must  facilitate  aid  and  foreign  investment  to  existing  regimes  to  address 
the  root  causes  of  political  instability  discussed  above.  This  requires  a  long-term 
commitment  aimed  at  educating  existing  regimes  that,  short  of  a  campaign  for 
democracy,  their  best  chance  for  stability  and  self-preservation  comes  from 
demonstrating  their  legitimacy.  Economic  reform,  educational  opportunities,  job 
creation,  infrastructure  development,  transparency,  accountability,  and  meaningful 
distribution  of  wealth  can  achieve  legitimacy.  Legitimacy  will  result  in  the  youth  of  the 
region  embracing  reform  and  opportunity  rather  than  the  alternative  of  migration,  crime, 
and  radical  Islam. 

2.  Youth.  Political  instability  most  negatively  affects  the  region’s  youth.  The 
collective  decision-making  of  U.S.  policy  makers  and  existing  regimes  in  managing 
instability  will  define  success  or  failure  of  any  strategy.  Thus,  any  strategic  policy  must 
take  into  consideration  how  it  is  received  by  the  youth  of  the  region.  Globalization  and 
the  information  age  have  created  the  most  well-informed  generation  of  Middle  Eastern 
youth  in  history.  They  distrust  their  governments  and  have  great  expectations  for 
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reform.  As  the  opinion  leaders  of  today  and  the  future,  they  have  force  in  numbers  that 
can  be  a  strategic  vehicle  for  positive  change. 

Conclusion 

While  the  U.S.  can  and  should  work  towards  energy  independence,  it  is  not  likely 
to  achieve  it  any  time  soon.  In  the  interim,  the  U.S.  is  dependent  on  the  Middle  East  for 
maintaining  energy  security  and  therefore  must  protect  its  vital  interest  in  the  region.  To 
this  end,  the  U.S.  must  establish  unity  of  purpose  and  unity  of  effort  in  synchronizing 
foreign  and  domestic  energy  policy.  Success  at  home  requires  a  sustained  effort  of 
conservation  and  the  transformation  of  transportation  sector.  In  the  Middle  East, 
success  requires  reprioritizing  security  and  stability  over  democratization,  and  it 
demands  that  the  U.S.  address  political  instability  with  its  full  range  of  smart  power 
resources. 
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